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(d) Changes in accounting policies. The
annual audited financial statements
shall identify any changes in account-
ing policies and their financial effect
on the balance sheet and on the income
statement.

(e) Compliance reporting. The mort-
gagor shall instruct the auditor of the
annual financial statement to include
in its report an evaluation of the mort-
gagor’s compliance with the Regu-
latory Agreement.

(f) Books of management agents. The
books and records of management
agents, lessees, operators, managers,
and affiliates, as they pertain to the
operations of the hospital, shall be
maintained in accordance with Gen-
erally Accepted Accounting Principles
(GAAP) or Governmental Accounting
Standards and shall be open and avail-
able to inspection by HUD, after rea-
sonable prior notice, during normal of-
fice hours, at the hospital or other mu-
tually agreeable location. Every con-
tract executed on behalf of the hospital
with any of the aforesaid parties shall
include the provision that the books
and records of such entities shall be
properly maintained and open to in-
spection during normal business hours
by HUD at the hospital or other mutu-
ally agreeable location.

(g) Medicare cost reports. Upon re-
quest, the mortgagor shall provide to
HUD a copy of the Medicare Cost Re-
port most recently submitted to the
Centers for Medicare and Medicaid
Services (an agency of the Department
of Health and Human Services), along
with related financial documents.

(h) In those cases in which the hos-
pital facility is leased as permitted by
§242.72, the requirements pertaining to
the mortgagor in §242.58 (a) through (g)
also shall pertain to the lessee.

[72 FR 67546, Nov. 28, 2007, as amended at 73
FR 35923, June 25, 2008]

§242.59 Inspection of facilities by
Commissioner.

The mortgaged property (including
buildings and equipment) and the
books, records, and documents relating
to the operation of the physical facili-
ties of the hospital shall be subject to
inspection and examination by HUD or

§242.61

its authorized representative at all rea-
sonable times.

§242.61 Management.

The mortgagor shall provide for man-
agement of the hospital in a manner
satisfactory to HUD.

(a) Contract Management of Hospital.
The mortgagor shall not execute a
management agreement or any other
contract for management of the hos-
pital without HUD’s prior written ap-
proval. (Management of the hospital,
which requires HUD’s prior written ap-
proval, refers to management of the
hospital not management of compo-
nents within the hospital such as the
hospital cafeteria or hospital phar-
macy.) Any management agreement or
contract for management of the hos-
pital shall contain a provision that it
shall be subject to termination without
penalty and with or without cause,
upon written request by HUD addressed
to the mortgagor and management
agent.

(b) Principals. HUD shall have the au-
thority to require that any principals
of the mortgagor, including but not
limited to board members of a cor-
porate entity, be removed, substituted,
or terminated for cause upon written
request by HUD addressed to the mort-
gagor.

(c) Employees. HUD shall have the au-
thority to require that any key man-
agement employees of the mortgagor
(as defined and determined solely by
HUD) be terminated for cause upon
written request by HUD addressed to
the mortgagor.

(d) Procedures upon receipt of request
under paragraphs (a) through (c) of this
section. Upon receipt of such requests
under paragraphs (a) through (c) of this
section, the mortgagor shall imme-
diately terminate said management
agreement, principals, or employees
within the shortest applicable period
HUD determines appropriate and shall
make arrangements satisfactory to
HUD for ongoing proper management
of the hospital.

[72 FR 67546, Nov. 28, 2007, as amended at 73
FR 35923, June 25, 2008]

441



		Superintendent of Documents
	2014-07-18T05:22:11-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




